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PENSION  BENEFIT  GUARANTY 
CORPORATION 

Payment  of  Employer  Liability  for  Pian 
Terminationt  Initiated  Before  March  1, 
1981 

aoency:  Pension  BeneHt  Guaranty 
Corporation. 

action:  Notification  of  change  in 
procedure  for  payment  of  employer 
liability. 

summary:  This  notice  provides 
guidelines  for  the  payment  of  employer 
liability  imposed  by  Section  4062  of  the 
Employee  Retirement  Income  Security 
Act  of  1974,  as  amended,  and  for  the 
assessment  of  interest  on  unpaid 
employer  liability  with  respect  to 
pension  plans  for  which  the  plan 
termination  was  initiated  prior  to  the 
effective  date  of  the  Pension  Benefit 
Guaranty  Corporation’s  regulation  on 
employer  liability.  Because  of  the 
uncertainty  that  existed  prior  to  the 
issuance  of  the  employer  liability 
regulation  as  to  the  rules  and  procedures 
for  calculating  and  paying  the  liability, 
PBGC  has  often  foregone  collection  of 
interest  on  unpaid  liability  from  the 
statutory  due  date  of  the  liability,  i.e.  the 
date  of  plan  termination.  With  today's 
publication  of  the  employer  liability 
regulation,  all  plan  sponsors  now  have 
adequate  guidance  to  pay  their  liability. 
Accordingly,  this  notice  advises 
sponsors  of  plans  for  which  the 
termination  is  or  has  been  initiated  prior 
to  the  elective  date  of  the  regulation, 
that  they  must  pay  their  liability  by  the 
later  of:  1)  Mar^  1, 1981  or  2)  the  date  of 
plan  termination.  Interest  shall  accure 
on  any  unpaid  liability  from  the  day 
after  die  due  date. 

EFFECTIVE  DATE:  March  1, 1981. 

FOR  FURTHER  INFORMATION  CONTACT: 
David  Weingarten,  Special  Counsel, 
Office  of  the  General  Counsel,  Pension 
Benefit  Guaranty  Corporation,  2020  K 
Street  N.W.,  Washington,  D.C.  20006; 
(202)  254-3010. 

SUPPLEMENTARY  INFORMATION:  On  May 
23, 1980,  the  Pension  Benefit  Guaranty 
Corporation  (“PBGC”)  published  a 
proposed  regulation  on  employer 
liability  for  a  plan  termination  (45  FR 
34899).  Today.  PBGC  is  publishing  a 
final  regulation  on  this  subject.  The  final 
rule  is  applicable  to  terminating  plans 
for  which  either  (1)  alJotice  of  Intent  to 
Terminate  is  filed  or  (2)  an  action  is 
commenced  by  PBGC  under  §  4042  of 
the  Employee  Retirement  Income 
Security  Act  of  1974,  as  amended 
(“ERISA”)  to  terminate  the  plan,  on  or 
after  the  effective  date  of  the  regulation, 
March  1, 1981.  Thus,  the  regulation  will 
not  apply  to  plan  terminations  that  have 


been  initiated,  as  described  in  the 
preceding  sentence,  before  its  effective 
date.  This  notice  provides  guidelines  for 
payment  of  employer  liability  and  the 
imposition  of  interest  on  unpaid  liability 
for  certain  of  those  plans  whose 
termination  is  or  has  been  initiated 
before  the  effective  date  of  the 
regulation. 

Section  4068  of  ERISA  imposes 
interest  from  the  date  of  plan 
termination  on  unpaid  employer 
liability.  However,  as  explained  in  the 
preamble  to  the  proposed  regulations, 
because  of  the  uncertainty  that  existed 
prior  to  today’s  publication  of  the  final 
regulation  with  respect  to  the 
calculation  and  payment  of  employer 
liability,  PBGC  has  often  foregone 
collection  of  interest  from  the  date  of 
termination.  Rather,  PBGC  typically  has 
only  collected  interest  for  the  period  of 
time  after  it  has  given  the  plan  sponsor 
specific  advice  in  writing  as  to  the 
amount  of  its  liability  and  the  rules  for 
payment  thereof.  (Plan  sponsors  who 
have  received  such  letters  from  PBGC 
are  required  to  pay  their  liability  in 
accordance  therewith.  This  notice  does 
not  affect  those  employers.) 

There  are  a  number  of  plans  where 
termination  has  already  been  initiated 
for  which  the  plan  sponsor  has  not  yet 
received  a  letter  from  PBGC  setting  forth 
the  employer’s  liability  and  the  rules  for 
payment  of  it.  However,  today's 
publication  of  the  employer  liability 
regulation,  coupled  with  PBGC’s 
regulations  on  the  valuation  of  plan 
assets,  the  allocation  of  assets  and  the 
valuation  of  plan  benefits  (including  the 
interest  rates  issued  thereimder)  give 
those  employers  the  guidance  they  need 
to  calculate  and  pay  their  liability. 
Accordingly,  there  is  no  longer 
justification  for  PBGC  to  forego  the 
collection  of  interest  on  unpaid 
employer  liability  with  respect  to  these 
plans. 

Therefore,  PBGC  hereby  advises 
sponsors  of  terminating  plans  who  have 
not  received  liability  letters  from  PBGC 
that  their  employer  liability  due  under 
Section  4062  of  ERISA  should  be  paid  on 
or  before  March  1. 1981.  However,  if  the 
plan  termination  date  is  after  that  date, 
the  liability  is  due  on  or  before  the  date 
of  termination.  Pajrments  should  be  sent 
to  Division  of  the  Controller,  Office  of 
Financial  Operations,  Pension  Benefit 
Guaranty  Corporation,  2020  K  Street, 
N.W.,  Washington,  D.C.  20006.  Payments 
should  be  identified  as  payments  of 
employer  liability  and  indicate  the  name 
of  the  plan. 

If  the  full  liability  is  not  paid  by  the 
date  specified  in  the  preceding 
paragraph,  interest  on  the  unpaid 
portion  at  the  rate  set  forth  in  Section 


6621  of  the  Internal  Revenue  Code  of 
1954,  as  amended,  will  accrue  from  the 
'day  following  that  date.  This  is  a 
variable  interest  rate  and  will  change 
whenever  the  rate  under  Section  6621 
changes.  The  rate  is  currently  12%  per 
annum.  Interest  will  normally  be 
compounded  annually.  If  an  employer 
obtains  deferred  payment  terms  from 
PBGC,  interest  will  be  compounded 
periodically  with  the  frequency  of  the 
payments. 

When  PBGC  has  completed  its 
calculation  of  an  employer’s  liability 
under  Section  4062  of  ERISA,  it  will 
issue  a  letter  setting  forth  the  employer’s 
liability.  This  determination  is  subject  to 
appeal  in  accordance  with  PBGC’s 
regulation  on  administrative  appeals,  29 
CFR  Part  2618.  If  it  is  finally  determined 
that  an  employer’s  liability  is  less  than 
the  amount  paid  by  the  employer,  PBGC 
will  refund  such  overpayment  with 
interest  computed  in  accordance  with 
the  rules  set  forth  above  from  the  later 
of  the  date  of  overpayment  or  10  days 
prior  to  the  date  of  plan  termination. 

(Sections  4002(b)(3),  4062  and  4068,  29  U.S.C. 
§S  1302, 1362  and  1368,  Pub.  L  93-406,  88 
Stat.  1004, 1029  and  1032  (1974),  as  amended 
by  Pub.  L  96-364,  94  StaL  1301  and  1302 
(1980)) 

Issued  in  Washington,  D.C.  this  19th  day  of 
January,  1981. 

Ray  Marshall, 

Chairman,  Baard  af  Directors,  Pensian 
Benefit  Guaranty  Carparatian. 

Issued  on  the  date  set  forth  above  pursuant 
to  a  resolution  of  the  Board  of  Directors 
approving  this  Notice  and  authorizing  its 
Chairman  to  issue  same. 

Henry  Rose, 

Secretary,  Pensian  Benefit  Guaranty 
Carparatian. 
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